AMENDED IN SENATE MAY 11, 1998

SENATE BILL No. 1702

Introduced by Senator Rosenthal

February 17, 1998

An act to add Sections 1373.21 and 1373.22-te;—te—add-Article
1 5{commeneng—with—Seection—1345-11)—to—Chapter—22 of
Bivision—2—of—and—to—+repeal—and—add—Seettons—1343-19 and
137320—of, the Health and Safety Code, relating to health care
coverage.

LEGISLATIVE COUNSEL'S DIGEST

SB 1702, as amended, Rosenthal. Health care service
plans: liability: arbitration.

Existing law provides that a health care service plan, any
entity contracting with a plan, and providers are each
responsible for their own acts or omissions, and are not liable
for the acts or omissions of, or the costs of defending, others.
Existing law sets forth provisions of law regulating the use of
binding arbitration by a health care service plan to settle
disputes. Willful violation of the law regulating health care
service plans is a crime.

This bill would -previde—that—a—health—eare—serviee—plan has
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SB 1702 —2—

service—plansrequire a health care service plan that uses
arbitration to settle disputes with enrollees or subscribers to
require that a written arbitration decision be provided to the
parties. The bill would require a health care service plan to
send copies of the decisions, after removing the names of any
parties, to the department to be available, upon request, to the
public.

The bill would authorize the Commissioner of Corporations
to prohibit a health care service plan from requiring an
enrollee to participate in an arbitration proceeding, following
receipt, review, and substantiation of an enrollee grievance
that the plan engaged in willful misconduct

By changing the definition of a crime, the bill would impose
a state-mandated local program.

The California Constitution requires the state to reimburse
local agencies and school districts for certain costs mandated
by the state. Statutory provisions establish procedures for
making that reimbursement.

This bill would provide that no reimbursement is required
by this act for a specified reason.

Vote: majority. Appropriation: no. Fiscal committee: yes.
State-mandated local program: yes.

The people of the State of California do enact as follows:

1  SECHONL+—TFheLegislaturefinds—and—deelares—all of
2 thefollowng:
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SEC8—

SECTION 1. Section 1373.21 is added to the Health
and Safety Code, to read:

1373.21. (a) If a health care service plan uses
arbitration to settle disputes with enrollees or subscribers,
it shall require that a written arbitration decision be
provided to the parties that indicates the prevailing
party, the amount of any award and other relevant terms
of the award, and the reasons for the judgment rendered.

(b) After removing the names of any parties
mentioned in the written arbitration decision, including
enrollees, physicians, and other plan employees, agents or
representatives, the plan, on a quarterly basis, shall send
copies of the modified decisions to the department, which
shall make them available, upon request, to the public, at
a nominal cost.

SEC. 2. Section 1373.22 is added to the Health and
Safety Code, to read:

1373.22. —{a)Following receipt, review, and
substantiation of an enrollee—eemplaigrievance that a
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health care service plan has engaged—n—knewing,—willful,
and—egregious willful  misconduct in  an arbitration

proceeding, the commissioner may prohibit the plan
from requiring the enrollee to continue to participate in
the arbitration proceeding, and the terms of any
agreement with the plan requiring the enrollee to submit
to binding arbitration shall be null and void for purposes
of that proceeding. Following such a decision, the party
shall be free to pursue the dispute in a court of law. The
remedy provided to the commissioner in this—subdivision
section shall not preclude the use by the commissioner of
any other remedy authorized by law.

SEC9—

SEC. 3. No reimbursement is required by this act
pursuant to Section 6 of Article XllI B of the California
Constitution because the only costs that may be incurred
by a local agency or school district will be incurred
because this act creates a new crime or infraction,
eliminates a crime or infraction, or changes the penalty
for a crime or infraction, within the meaning of Section
17556 of the Government Code, or changes the definition
of a crime within the meaning of Section 6 of Article
X1l B of the California Constitution.

Notwithstanding Section 17580 of the Government
Code, unless otherwise specified, the provisions of this act
shall become operative on the same date that the act
takes effect pursuant to the California Constitution.
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